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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATION

Overview
We are a development stage veterinary diagnostic and pharmaceutical company creating products for
companion animals (canine, feline, and equine) by focusing on the unmet needs of clinical veterinarians. We believe
that we have identified and are developing diagnostics and therapeutics that have the potential to significantly improve
the diagnosis and treatment of various diseases affecting companion animals. We believe that there are significant
unmet medical needs for pets, and that the pet diagnostic and therapeutic segments of the animal health industry are
likely to grow substantially as new diagnostic tools and treatments are identified, developed, and marketed specifically
for companion animals.
Together with our strategic partners, we are developing a Raman spectroscopy-based point-of-care diagnostic
platform for the detection of pathogens, liquid biopsy assays for the detection of cancer and related consumables. The
regulatory pathway to obtain pre-market regulatory approval of companion animal diagnostics is significantly shorter
than for similar diagnostic products intended for human use. In certain cases, pre-market regulatory approval may be
unnecessary, depending on the intended use of the diagnostic.
We also have identified a number of drugs that have proven safe and effective in humans that we are
developing for use in companion animals. We believe this development approach enables us to reduce the risks
associated with obtaining regulatory approval for unproven product candidates and shortens the development timeline
necessary to bring our product candidates to market. We have four drug product candidates in early development and
have identified several other potential product candidates for further investigation.
In addition, we are investigating the development of alternative drug delivery technologies for our drug
product candidates. Many of the human-approved therapeutics used in companion animals are only available in pill
or injectable form. However, it can be difficult to give a companion animal an injection or to assure that the animal
has swallowed a pill. As a result, we believe that compliance with treatment regimens is a significant problem for
veterinarians and pet owners. The challenges associated with medicating pets are unique, and we believe that
developing product candidates that can be easily taken by the pet or easily administered by pet owners will help
increase compliance.
We are a development-stage company with no products approved for marketing and sale, and we have not
generated any revenue. We have incurred significant net losses since our inception. We incurred net losses of
$4,144,398 and $1,558,370 for the three months ended June 30, 2018 and June 30, 2017, respectively, and $6,315,727
and $3,421,106 for the six months ended June 30, 2018 and June 30, 2017, respectively. These losses have resulted
principally from costs incurred in connection with investigating and developing our product candidates, research and
development activities and general and administrative costs associated with our operations. As of June 30, 2018, we
had an accumulated deficit of $21,941,827 and cash and cash equivalents of $4,279,163
For the foreseeable future, we expect to continue to incur losses, which will increase significantly from
historical levels as we expand our product development activities, commercialize them if they do not require U.S.
Food and Drug Administration’s Center for Veterinary Medicine, or FDA-CVM, pre-market approval, and seek
regulatory approvals for our product candidates where required from the FDA-CVM or the United States Department
of Agriculture Center for Veterinary Biologics, or the USDA-CVB.
For further information on the regulatory, business and product pipeline, please see the “Business” section of
the Annual Report on Form 10-K. For further information on the risk factors, please see the “Risk Factors” section of
the Annual Report on Form 10-K.

Revenue
We do not have any products approved for sale, have not generated any revenue from product sales since our
inception and do not expect to generate any revenue from the sale of products in the near future. If our development
efforts result in clinical success and regulatory approval or collaboration agreements with third parties for any of our
product candidates, we may generate revenue from those product candidates.
Operating Expenses
The majority of our operating expenses to date have been for the general and administrative activities related
to general business activities, capital market activities and stock-based compensation, and research and development
activities related to our lead product candidates.
Research and Development Expense
All costs of research and development are expensed in the period in which they are incurred. Research and
development costs primarily consist of salaries and related expenses for personnel, stock-based compensation expense,
fees paid to consultants, outside service providers, professional services, license fees, travel costs and materials used
in clinical trials and research and development.
We have a point-of-care diagnostic platform, ZM-020, for the detection of pathogens in urine and fecal
samples, and a non-invasive diagnostic assay or blood test, ZM-017, that we are developing as an aid for veterinarians
in diagnosing cancer in canines.
We have four drug product candidates in development. Our lead drug product candidate is ZM-007, an oral
suspension formulation of metronidazole targeting the treatment of acute diarrhea in small dog breeds and puppies
under nine pounds or four kilograms. Our second drug product candidate is ZM-012, a novel tablet formulation of
metronidazole and a complementary formulation to ZM-007, targeting the treatment of acute diarrhea in larger dogs.
Our third drug product candidate is ZM-006, a transdermal gel formulation of methimazole targeting hyperthyroidism
in cats. Our fourth drug product candidate is ZM-011, a transdermal gel formulation of fluoxetine, most commonly
known as Prozac®, its human pharmaceutical brand name.
We typically use our employee and infrastructure resources across multiple development programs. We track
outsourced development costs by product candidate. We allocate personnel and other internal costs related to
development of ZM-020 and ZM-017.
General and Administrative Expense
General and administrative expense consists primarily of personnel costs, including salaries, related benefits
and stock-based compensation for employees, consultants and directors. General and administrative expenses also
include rent and other facilities costs and professional and consulting fees for legal, accounting, tax services and other
general business services.
Professional Fees
Professional fees include attorney’s fees, accounting fees and consulting fees incurred in connection with
product investigation and analysis, regulatory analysis, government relations, audit, securities offerings, investor
relations, and general corporate and intellectual property advice.
Income Taxes
As of December 31, 2017, we had net operating loss carryforwards for federal and state income tax purposes
of $5,008,180 and non-capital loss carryforwards for Canada of approximately $6,526,850 respectively, which will
begin to expire in fiscal year 2035. We have evaluated the factors bearing upon the realization of our deferred tax
assets, which are comprised principally of net operating loss carryforwards and non-capital loss carryforwards. We

concluded that, due to the uncertainty of realizing any tax benefits as of December 31, 2017, a valuation allowance
was necessary to fully offset our deferred tax assets.
Critical Accounting Policies and Significant Judgments and Estimates
Our management’s discussion and analysis of financial condition and results of operations is based on our
consolidated financial statements, which have been prepared in accordance with accounting principles generally
accepted in the United States, or U.S. GAAP. The preparation of our consolidated financial statements and related
disclosures requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities,
and revenue, costs and expenses and related disclosures during the reporting periods. On an ongoing basis, we evaluate
our estimates and judgments, including those described below. We base our estimates on historical experience and on
various other factors that we believe are reasonable under the circumstances, the results of which form the basis for
making judgments about the carrying value of assets and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates under different assumptions or conditions.
While our significant accounting policies are more fully described in Note 3 of the notes to our financial
statements appearing elsewhere in this document, we believe that the estimates and assumptions involved in the
following accounting policies may have the greatest potential impact on our financial statements.
JOBS Act
The Jumpstart Our Business Startups Act, or the JOBS Act, contains provisions that, among other things,
reduce certain reporting requirements for an “emerging growth company.” We have irrevocably elected not to avail
ourselves of the JOBS Act provision that an emerging growth company may delay adopting new or revised accounting
standards until such times as those standards apply to private companies.
In addition, we are in the process of evaluating the benefits of relying on the other exemptions and reduced
reporting requirements provided by the JOBS Act. Subject to certain conditions set forth in the JOBS Act, if as an
“emerging growth company” we choose to rely on such exemptions, we may not be required to, among other things,
(i) provide an auditor’s attestation report on our system of internal controls over financial reporting pursuant to Section
404, and (ii) comply with any requirement that may be adopted by the Public Company Accounting Oversight Board
regarding mandatory audit firm rotation or a supplement to the auditor’s report providing additional information about
the audit and the financial statements (auditor discussion and analysis). These exemptions will apply until December
31, 2022 or until we no longer meet the requirements of being an “emerging growth company,” whichever is earlier.
Use of Estimates
The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of expenses during the year.
Actual results could differ from those estimates.
Areas where significant judgment is involved in making estimates are: the determination of the functional
currency; the fair values of financial assets and liabilities; the determination of fair value of stock-based compensation;
and forecasting future cash flows for assessing the going concern assumption.
Research and Development Costs
Research and development expenses comprise costs incurred in performing research and development
activities, including salaries and benefits, safety and efficacy studies and contract manufacturing costs, contract
research costs, patent procurement costs, materials and supplies and occupancy costs. Research and development
activities include internal and external activities associated with research and development studies of current product
candidates and advancing product candidates towards a goal of obtaining regulatory approval to manufacture and
market the product candidate.

Research and development costs related to continued research and development programs are expensed as
incurred in accordance with ASC topic 730.
Translation of Foreign Currencies
The functional currency, as determined by management, is U.S. dollars, which is also our reporting currency.
Transactions denominated in currencies other than U.S. dollars and the monetary value of assets and liabilities are
translated at the period end exchange rates. Revenue and expenses are translated at rates of exchange prevailing on
the transaction dates. All of the exchange gains or losses resulting from these other transactions are recognized in the
consolidated statements of operations and comprehensive loss.
Stock-Based Compensation
We measure the cost of equity-settled transactions by reference to the fair value of the equity instruments at
the date at which they are granted if the fair value of the goods or services received by us cannot be reliably estimated.
We calculate stock-based compensation using the fair value method, under which the fair value of the options
at the grant date is calculated using the Black-Scholes Option Pricing Model, and subsequently expensed over the
vesting period of the option. The provisions of our stock-based compensation plans do not require us to settle any
options by transferring cash or other assets, and therefore we classify the awards as equity. Stock-based compensation
expense recognized during the period is based on the value of stock-based payment awards that are ultimately expected
to vest. We estimate forfeitures at the time of grant and revised, if necessary, in subsequent periods if actual forfeitures
differ from those estimates. Volatility is determined based on volatilities of comparable companies as Company does
not have its own trading history. The expected term, which represents the period of time that options granted are
expected to be outstanding, is estimated based on an average of the term of the options. The risk-free rate assumed in
valuing the options is based on the Canadian treasury yield curve in effect at the time of grant for the expected term
of the option. The expected dividend yield percentage at the date of grant is Nil as we are not expected to pay dividends
in the foreseeable future.
Loss Per Share
Basic loss per share, or EPS, is computed by dividing the loss attributable to common shareholders by the
weighted average number of common shares outstanding. Diluted EPS reflects the potential dilution that could occur
from common shares issuable through the exercise or conversion of stock options, restricted stock awards, warrants
and convertible securities. In certain circumstances, the conversion of options, warrants and convertible securities are
excluded from diluted EPS if the effect of such inclusion would be anti-dilutive.
The dilutive effect of stock options is determined using the treasury stock method. Stock options and warrants
to purchase our common shares issued during the period were not included in the computation of diluted EPS, as the
effect would be anti-dilutive.
Comprehensive Loss
We follow ASC topic 220. This statement establishes standards for reporting and display of comprehensive
(loss) income and its components. Comprehensive loss is net loss plus certain items that are recorded directly to
shareholders' equity. We currently have no other comprehensive loss items.
Results of Operations
Three and six months ended June 30, 2018 compared to three and six months ended June 30, 2017
Our results of operations for the three and six months ended June 30, 2018 and June 30, 2017 are as follows:

Three months ended June 30,
2018
2017
Change
$
$
$

%

Six months ended June 30,
2018
2017
Change
$
$
$
%

Expenses
Research and development
General and administrative
Professional fees
Amortization
Depreciation
Loss from operations

2,534,620
1,248,490
336,455
693
27,459
4,147,717

504,235
748,610
314,658
700
22,782
1,590,985

2,030,385
499,880
21,797
(7)
4,677
2,556,732

403% 3,134,961
67% 2,408,662
7%
708,402
-1%
1,379
21%
64,158
161% 6,317,562

1,120,684
1,575,635
696,194
1,399
43,090
3,437,002

2,014,277 180%
833,027 53%
12,208
2%
(20) -1%
21,068 49%
2,880,560 84%

Gain on settlement of liabilities
Foreign exchange gain
Loss before income taxes

(3,319)
4,144,398

(2,615)
1,588,370

(704)
2,556,028

N/A
27%
(1,835)
161% 6,315,727

(5,000)
(10,896)
3,421,106

5,000
9,061
2,894,621

Income tax expense
Net loss and comprehensive loss

4,144,398

1,588,370

2,556,028

N/A

-

161% 6,315,727

3,421,106

2,894,621

N/A
-83%
85%
N/A
85%

Revenue
We did not generate any revenue during the three and six months ended June 30, 2018 and June 30, 2017.
Research and Development
Research and development expense for the three months ended June 30, 2018 were $2,534,620 compared to
$504,235 for the three months ended June 30, 2017, an increase of $2,030,385 or 403%. The increase was primarily
due to the up-front licensing fee related to the signing of a development, commercialization and exclusive distribution
agreement with Seraph Biosciences, Inc. of $1,738,513, and accrued payments to Seraph for previously incurred
development costs of $333,247 included in contracted expenditures. The up-front licensing fee represented the
issuance of unregistered common shares having a value of $1,238,513 and a cash payment of $500,000. Other
significant expenditures include contracted expenditures of $438,689, and salaries, bonus and benefits of $174,067.
However, there was also a reduction in salaries, bonus and benefits as we did not have a Chief Medical Officer in the
three months ended June 30, 2018. Overall there was an increased level of lab activities, including in vitro and in vivo
work, to support the further development of our product candidates ZM-017, ZM-020, ZM-007, ZM-012, ZM-006
and ZM-011.
Research and development expense for the six months ended June 30, 2018 were $3,134,961 compared to
$1,120,684 for the six months ended June 30, 2017, an increase of $2,014,277 or 180%. The increase was primarily
due to the up-front licensing fee related to the signing of a development, commercialization and exclusive distribution
agreement with Seraph Biosciences, Inc. of $1,738,513, and accrued payments to Seraph for previously incurred
development costs of $333,247 included in contracted expenditures. The up-front licensing fee represented the
issuance of unregistered common shares having a value of $1,238,513 and a cash payment of $500,000. Other
significant expenditures include contracted expenditures of $708,212, salaries, bonus and benefits of $326,439, and
supplies of $134,554. However, there was also a reduction in salaries, bonus and benefits as we did not have a Chief
Medical Officer in the six months ended June 30, 2018. Overall there was an increased level of lab activities, including
in vitro and in vivo work, to support the further development of our product candidates ZM-017, ZM-020, ZM-007,
ZM-012, ZM-006 and ZM-011. We expect that our R&D expenditures in 2018 will be significantly higher than in
2017, due to the upfront and milestone payments of licensed technologies, initiation of pilot and pivotal studies related
to our four investigational new animal drug applications, work related to verification and validation of ZM-020 and
ZM-017, and additional veterinary pharmaceutical candidates, diagnostic developments and technologies.
General and Administrative
General and administrative expense for the three months ended June 30, 2018 were $1,248,490, compared to
$748,610 for the three months ended June 30, 2017, an increase of $499,880 or 67%. The increase was primarily due

to significant expenses related to the addition of personnel, accounting for salaries of $859,268. Increases to salaries
in the three months ended June 30, 2018 include the addition of a Chief Commercial Officer, a Vice President of Sales
and accrued severance to a former officer of the Company. Other expenses included regulatory expense of $90,142,
insurance costs of $77,282, travel and accommodation of $70,463, and office expenses of $61,460.
General and administrative expense for the six months ended June 30, 2018 were $2,408,662, compared to
$1,575,635 for the six months ended June 30, 2017, an increase of $833,027 or 53%. The increase was primarily due
to significant expenses related to the addition of personnel, accounting for salaries of $1,502,555. Increases to salaries
in the six months ended June 30, 2018 include the addition of a Chief Commercial Officer, a Vice President of Sales
and accrued severance to a former an officer of the Company. Other expenses included regulatory expense of
$193,700, travel and accommodation of $191,868, insurance costs of $157,743, office expenses of $138,406, and
marketing and investor relations costs of $123,155. We expect that general and administrative expense will increase
in 2018 and future periods as we increase our level of activity.
Professional Fees
Professional fees for the three months ended June 30, 2018 were $336,455 compared to $314,658 for the three
months ended June 30, 2017, an increase of $21,797 or 7%. Professional fees for the 2018 period consisted primarily
of consulting fees incurred in connection with preparation and completion of additional SEC filings and updates, and
costs incurred in being a public company across two jurisdictions, Canada and U.S.
Professional fees for the six months ended June 30, 2018 were $708,402 compared to $696,194 for the six
months ended June 30, 2017, an increase of $12,208 or 2%. Professional fees for the 2018 period consisted primarily
of consulting fees incurred in connection with preparation and completion of additional SEC filings and updates, and
costs incurred in being a public company across two jurisdictions, Canada and U.S.
Net Loss
Our net loss for the three months ended June 30, 2018 was $4,144,398, or $0.04 per share, compared with a
net loss of $1,588,370, or $0.02 per share, for the three months ended June 30, 2017, an increase of $2,556,028 or
161%. The net loss in each period was attributed to the matters described above.
Our net loss for the six months ended June 30, 2018 was $6,315,727, or $0.07 per share, compared with a net
loss of $3,421,106, or $0.04 per share, for the six months ended June 30, 2017, an increase of $2,894,621 or 85%. The
net loss in each period was attributed to the matters described above. We expect to continue to record net losses in
future periods until such time as have sufficient revenue from our product candidates to offset our operating expenses.
Cash Flows
Three and six months ended June 30, 2018 compared to three and six months ended June 30, 2017
The following table shows a summary of our cash flows for the periods set forth below:

Cash flows used in operating activities
Cash flows from financing activities
Cash flows used in investing activities
Increase (decrease) in cash
Cash and cash equivalents, beginning of
period
Cash and cash equivalents, end of period

Three months ended June 30,
2018
2017
Change
$
$
$
%
(2,740,495)
(2,111,964)
(628,531)
30%
4,009,212
2,997,135
1,012,077
34%
(124,474)
(2,398)
(122,076) 5091%
1,144,243
882,773
261,470
30%

Six months ended June 30,
2018
2017
Change
$
$
$
%
(4,448,289)
(3,665,766)
(782,523) 21%
5,416,998
3,248,694
2,168,304
67%
(137,693)
(159,800)
22,107 -14%
831,016
(576,872)
1,407,888 -244%

3,134,920
4,279,163

3,448,147
4,279,163

1,767,035
2,649,808

1,367,885
1,629,355

77%
61%

3,226,680
2,649,808

221,467
1,629,355

7%
61%

Operating Activities
Net cash used in operating activities for the three months ended June 30, 2018 was $2,740,495 compared to
$2,111,964 for the three months ended June 30, 2017, an increase of $628,531, or 30%. The increase resulted primarily
from our net loss of $4,144,398 for the three months ended June 30, 2018, compared to our net loss of $1,588,370 for
the three months ended June 30, 2017. The largest uses of cash stemmed from an increase in salaries, bonus and
benefits as we had 20 employees at June 30, 2018, compared to 18 employees at June 30, 2017. Other significant
increases in uses of cash include the Seraph up-front licensing fee cash payment of $500,000, increased regulatory
and insurance expenses related to our listing on the NYSE American, and increased travel and accommodation
expenses related to business development and pre-marketing activities.
Net cash used in operating activities for the six months ended June 30, 2018 was $4,448,289 compared to
$3,665,766 for the six months ended June 30, 2017, an increase of $782,523, or 21%. The increase resulted primarily
from our net loss of $6,315,727 for the six months ended June 30, 2018, compared to our net loss of $3,421,106 for
the six months ended June 30, 2017. The largest uses of cash stemmed from an increase in salaries, bonus and benefits
as we had 20 employees at June 30, 2018, compared to 18 employees at June 30, 2017. Other significant increases in
uses of cash include the Seraph up-front licensing fee cash payment of $500,000, increased regulatory and insurance
expenses related to our listing on the NYSE American, and increased travel and accommodation expenses related to
business development and pre-marketing activities.
Net cash used in operating activities for the three and six months ended June 30, 2017 was $2,111,964 and
$3,665,766, which resulted primarily from our net loss of $1,588,370 and $3,421,106. The largest uses of cash were
for employee salaries, bonus and benefits, professional fees and consulting expenses related to the preparation of our
initial U.S. registration statement, and work on our application to list our common shares on the NYSE American.
Financing Activities
Net cash provided by financing activities for the three months ended June 30, 2018 was $4,009,212 compared
to net cash provided by financing activities of $2,997,135 for the three months ended June 30, 2017, an increase of
$1,012,077, or 34%. The increase was due to cash proceeds from financing for $4,002,496 for the three months ended
June 30, 2018, compared to $3,000,000 for the three months ended June 30, 2017.
Net cash provided by financing activities for the six months ended June 30, 2018 was $5,416,998 compared
to net cash provided by financing activities of $3,248,694 for the six months ended June 30, 2017, an increase of
$2,168,304, or 67%. The increase resulted from the proceeds from the exercise of stock options for $1,438,308 for the
six months ended June 30, 2018, compared to only $39,544 for the six months ended June 30, 2017. The increase was
also due to cash proceeds from financing for $4,002,496 for the six months ended June 30, 2018, compared to
$3,250,000 for the six months ended June 30, 2017.
Net cash provided by financing activities for the three and six months ended June 30, 2017 was $2,997,135
and $3,248,694, which relates to the sale of $3,250,000 of our common shares and proceeds from the exercise of stock
options for $39,544, partially offset by repayment on a shareholder loan of $6,726 and stock issuance costs of $34,124.
Investing Activities
Net cash used in investing activities for the three months ended June 30, 2018 was $124,474, compared to
$2,398 for the three months ended June 30, 2017, an increase of $122,076, or 5091%. The increase resulted primarily
from the addition of laboratory equipment used for the development of ZM-017.
Net cash used in investing activities for the six months ended June 30, 2018 was $137,693, compared to
$159,800 for the six months ended June 30, 2017, a decrease of $22,107, or 14%. The decrease resulted primarily
from the completion of build-out of the new office space in Ann Arbor.
Net cash used in investing activities for the three and six months ended June 30, 2017 was $2,398 and
$159,800, which primarily resulted from leasehold improvements and the purchase of furniture and equipment for our
additional office space in Ann Arbor.

Liquidity and Capital Resources
We have incurred losses and negative cash flows from operations and have not generated any revenue since
our inception in May 2015. As of June 30, 2018, we had an accumulated deficit of $21,941,827. We have funded our
working capital requirements primarily through the sale of our common shares and the exercise of stock options. At
June 30, 2018, we had cash and cash equivalents of $4,279,163.
Working capital (defined as current assets minus current liabilities) was $3,780,222 as at June 30, 2018. This
was primarily due to cash and cash equivalents of $4,279,163 and prepaid expenses and deposits of $1,135,234,
partially offset by accounts payables and accrued liabilities of $1,683,802.
On October 17, 2017 we entered into a five-year $5,000,000 unsecured working capital facility with Equidebt
LLC, one of our shareholders (the “Equidebt Facility”). Amounts borrowed under the Equidebt Facility bear interest
at a rate of 14% per annum payable at maturity. All amounts borrowed under the Equidebt Facility become due and
payable on October 17, 2022. We can make two borrowing per month under the Equidebt Facility, each of which
must be for a minimum of $250,000. The Equidebt Facility is unsecured; however Gerald A. Solensky Jr., our
Chairman of the Board, President and Chief Executive Officer, has personally guaranteed our obligations under the
Equidebt Facility.
On May 15, 2018, we announced a private offering of up to $10,000,000 of our common shares at a price of
$2.15 per share (the “Private Placement”) and we issued 255,815 common shares for gross proceeds of $550,000. On
June 28, 2018, we issued an additional 1,605,812 common shares for gross proceeds of $3,452,496 pursuant to the
Private Placement. On July 28, 2018 the Private Placement of common shares expired with no additional sales. In
aggregate, we sold a total of 1,861,627 common shares at a price of $2.15 per share for total gross proceeds of
approximately $4,002,496. These common shares may not be offered or sold in the United States unless they are
registered under the Securities Act, or an exemption from the registration requirements of the Securities Act is
available. The Company recorded $23,806 of share issuance costs as an offset to capital stock.
We believe that our existing cash and available borrowings under the Equidebt Facility will be sufficient to
fund our operations through the next twelve months. Our ability to continue as a going concern is ultimately dependent
upon our ability to achieve sustainable positive cash flow from operations. However, we do not expect to generate
revenue from the sale of our product candidates for the foreseeable future. To the extent that we do not generate
sufficient cash flow from our operations, we intend to finance our working capital requirements through equity and/or
debt financings, development agreements or marketing license agreements, the collection of revenues resulting from
future commercialization activities and/or new strategic partnership agreements. There can be no assurance that we
will be able to obtain any such capital on terms or in amounts sufficient to meet our needs or at all. The availability of
equity or debt financing will be affected by, among other things, the results of our research and development activities,
our ability to obtain regulatory approvals, market acceptance of any products for which we receive marketing approval,
conditions in the capital markets generally and in the veterinary products industry, strategic alliance agreements and
other relevant commercial considerations.
If we raise additional funds by issuing equity securities, our existing security holders will likely experience
dilution, and the incurring of indebtedness would result in increased debt service obligations and could require us to
agree to operating and financial covenants that could restrict operations. In the event that we are unable to obtain
sufficient capital to meet our working capital requirements, we may be required to change or curtail current or planned
operations in order to conserve cash until such time, if ever, that sufficient proceeds from operations are generated. In
such an event, we may not be able to take advantage of business opportunities, and may have to terminate or delay
safety and efficacy studies, curtail our product development programs, or sell or assign rights to our product
candidates, products and technologies.
Based on the closing price of our common shares on June 30, 2018, the market price of our common shares
exceeded the exercise price of our outstanding stock options. To the extent that some or all of such stock options are
exercised, we would receive the proceeds of such exercises which would provide additional capital for our company.
However no assurance can be given that any of such stock options will be exercised or as to the proceeds and timing
of any exercises that do occur. The willingness of option holders to exercise their options depends on a number of

factors, including, without limitation: the future market price of our common shares; the availability of capital to fund
the payment of the exercise price of such options, the tax consequences of any such exercises and the ability of such
option holders to resell some or all of the common shares received upon such exercises.
Our future capital requirements depend on many factors, including, but not limited to:
•

the scope, progress, results and costs of researching and developing our current or future product
candidates;

•

the timing of, and the costs involved in, obtaining regulatory approvals for any of our current or
future product candidates;

•

the number and characteristics of the product candidates we pursue;

•

the cost of manufacturing our current and future product candidates and any products we
successfully commercialize;

•

the cost of commercialization activities if any of our current or future product candidates are
approved for sale, including marketing, sales, service, customer support and distribution costs;

•

the expenses needed to attract and retain skilled personnel;

•

the costs associated with being a public company;

•

our ability to establish and maintain strategic collaborations, licensing or other arrangements and
the financial terms of such agreements; and

•

the costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing possible
patent claims, including litigation costs and the outcome of any such litigation.

Off Balance Sheet Arrangements
Since inception, we have not engaged in the use of any off-balance sheet arrangements, such as structured
finance entities, special purpose entities or variable interest entities.
Recent Accounting Pronouncements
In February 2016, the FASB issued new guidance, ASU No. 2016-02, Leases (Topic 842). The main difference
between current U.S. GAAP and the new guidance is the recognition of lease liabilities based on the present value of
remaining lease payments and corresponding lease assets for operating leases under current U.S. GAAP with limited
exception. Additional qualitative and quantitative disclosures are also required by the new guidance. Topic 842 is
effective for annual reporting periods (including interim reporting periods) beginning after December 15, 2018. Early
adoption is permitted. We are in the process of evaluating the amendments to determine if they have a material impact
on our financial position, results of operations, cash flows or disclosures.

Zomedica Pharmaceuticals Corp.
Condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Expressed in United States Dollars, except as otherwise noted)

Zomedica Pharmaceuticals Corp.
Condensed unaudited interim consolidated balance sheets
As at June 30, 2018 and December 31, 2017
(Stated in United States dollars)

Note

June 30, December 31,
2018
2017

Assets
Current assets:
Cash and cash equivalents
Prepaid expenses and deposits
Trade and other receivable

5

Prepaid expenses and deposits
Property and equipment
Intangible assets

5
6
7

$ 4,279,163
1,135,234
49,627
5,464,024
495,481
444,692
13,762
$ 6,417,959

$

$

3,448,147
786,273
28,272
4,262,692
566,832
371,157
15,141
5,215,822

Liabilities and shareholders' equity
Current liabilities:
Accounts payable and accrued liabilities

$ 1,683,802
1,683,802

Shareholders' equity:
Capital stock
Authorized
Unlimited common shares without par value
Issued and outstanding
94,511,209 common shares (2017 - 90,225,869)
Additional paid-in capital
Accumulated deficit

9
10

$

25,258,124
1,417,860
(21,941,827)
4,734,157
$ 6,417,959

828,737
828,737

18,244,659
1,768,526
(15,626,100)
4,387,085
$

5,215,822

The accompanying notes are an integral part of these condensed unaudited interim consolidated financial
statements.
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Zomedica Pharmaceuticals Corp.
Condensed unaudited interim consolidated statements of operations and comprehensive loss
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
Three months ended June 30,
2018
2017

Note
Expenses:
Research and development
General and administrative
Professional fees
Amortization
Depreciation
Loss from operations
Gain on settlement of liabilities
Foreign exchange gain
Loss before income taxes
Income tax expense
Net loss and comprehensive loss

14
14
14
7
6

$

$

Weighted average number of common
shares - basic and diluted
Loss per share - basic and diluted

2,534,620 $
1,248,490
336,455
693
27,459
4,147,717
(3,319)
4,144,398
4,144,398 $

92,527,470
$

(0.04) $

504,235 $
748,610
314,658
700
22,782
1,590,985
(2,615)
1,588,370
1,588,370 $

87,077,768
(0.02) $

Six months ended June 30,
2018
2017

3,134,961 $
2,408,662
708,402
1,379
64,158
6,317,562
(1,835)
6,315,727
6,315,727 $

91,527,862
(0.07) $

1,120,684
1,575,635
696,194
1,399
43,090
3,437,002
(5,000)
(10,896)
3,421,106
3,421,106

85,622,780
(0.04)

Nature of operations and going concern (Note 1)
Commitments and contingencies (Note 11)

The accompanying notes are an integral part of these condensed unaudited interim consolidated financial statements.
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Zomedica Pharmaceuticals Corp.
Condensed unaudited interim consolidated statements of shareholders’ equity
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)

Note

Number of
capital stock
83,964,569

Balance at December 31, 2016

Additional paid-in
capital

Capital stock
$

10,189,973

$

Accumulated
deficit

1,205,456

$

Total

(7,561,028) $

3,834,401

Stock issuance for services

9

43,613

45,000

-

-

45,000

Stock issuance for financing, net of cos

9

2,902,682

3,215,876

-

-

3,215,876

161,590

-

161,590

(14,163)

-

Stock-based compensation
Stock issued due to exercise of options

10

-

-

9

497,060

53,707

-

-

Net loss for the period
Balance at June 30, 2017
Balance at December 31, 2017

-

(3,421,106)

39,544
(3,421,106)

87,407,924

$

13,504,556

$

1,352,883

$

(10,982,134) $

3,875,305

90,225,869

$

18,244,659

$

1,768,526

$

(15,626,100) $

4,387,085

Stock issuance for services

9

641,717

1,238,513

-

-

1,238,513

Stock issuance for financing, net of cos

9

1,861,627

3,978,690

-

-

3,978,690

-

-

10

1,781,996

1,796,262

Stock-based compensation
Stock issued due to exercise of options
Net loss for the period
Balance at June 30, 2018

94,511,209

7,288
(357,954)

$

25,258,124

$

1,417,860

-

7,288

-

1,438,308

(6,315,727)
$

(21,941,827) $

(6,315,727)
4,734,157

The accompanying notes are an integral part of these condensed unaudited interim consolidated financial
statements.
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Zomedica Pharmaceuticals Corp.
Condensed unaudited interim consolidated statements of cash flows
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)

Note
Cash flows used in operating activities:
Net loss for the period
Adjustments for
Depreciation
Amortization
Stock issued for services
Stock-based compensation
Change in non-cash operating working capital
Trade and other receivable
Prepaid expenses
Deposits
Accounts payable and accrued liabilities

Cash flows from financing activities:
Cash proceeds from financing
Cash received from stock option exercises
Cash paid on stock issuance costs
Repayments of shareholder loan

Cash flows used in investing activities:
Investment in property and equipment

Three months ended June
2018
2017

Six months ended June 30,
2018
2017

$ (4,144,398) $ (1,588,370)

$ (6,315,727) $ (3,421,106)

6
7
9

27,459
693
1,238,513
1,597

22,782
700
-

64,158
1,379
1,238,513
7,288

19,754
(241,270)
(60,320)
417,477
(2,740,495)

7,288
(22,434)
1,391
(533,321)
(2,111,964)

(21,355)
(247,764)
(29,846)
855,065
(4,448,289)

3,109
(60,399)
(215,421)
(223,028)
(3,665,766)

9
10

4,002,496
30,522
(23,806)
4,009,212

3,000,000
22,395
(25,260)
2,997,135

4,002,496
1,438,308
(23,806)
5,416,998

3,250,000
39,544
(34,124)
(6,726)
3,248,694

6

(124,474)
(124,474)

(2,398)
(2,398)

(137,693)
(137,693)

(159,800)
(159,800)
(576,872)

Increase (decrease) in cash and cash equivalents

1,144,243

882,773

831,016

Cash and cash equivalents, beginning of period

3,134,920

1,767,035

3,448,147

Cash and cash equivalents, end of period

43,090
1,399
45,000
161,590

$ 4,279,163 $ 2,649,808

3,226,680

$ 4,279,163 $ 2,649,808

The accompanying notes are an integral part of these condensed unaudited interim consolidated financial statements.
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Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
1. Nature of operations and going concern
Zomedica Pharmaceuticals Corp. (the “Company”) was incorporated on January 7, 2013 under the Alberta
Business Corporations Act as Wise Oakwood Ventures Inc. (“WOW”) and was classified as a capital pool
company, as defined in Policy 2.4 of the TSX Venture Exchange.
On April 21, 2016, the Company closed its qualifying transaction (“Transaction”) with ZoMedica
Pharmaceuticals Inc. (“ZoMedica”), and filed Articles of Amalgamation and amalgamated with 9674128
Canada Inc. which was wholly-owned by WOW. The amalgamated company changed its name to
Zomedica Pharmaceuticals Ltd. and WOW subsequently changed its name to Zomedica Pharmaceuticals
Corp. The shares of Zomedica Pharmaceuticals Corp. began trading under the new symbol “ZOM” on
Monday May 2, 2016 on the TSX Venture Exchange. On June 21, 2016, the Company filed Articles of
Amalgamation and vertically amalgamated with its wholly-owned subsidiary, Zomedica Pharmaceuticals
Ltd.
Zomedica has one corporate subsidiary, Zomedica Pharmaceuticals, Inc., a Delaware company whose
results and operations are included in these condensed unaudited interim consolidated financial
statements. The Company is a biopharmaceutical company targeting health and wellness solutions for the
companion pet through a ground-breaking approach that focuses on the needs of the veterinarians
themselves. Zomedica's head office is located at 100 Phoenix Drive, Suite 190, Ann Arbor, MI 48108 and
its registered office is located at Suite 1250, 639 – 5th Avenue S.W., Calgary, Alberta T2P 0M9.
Going concern
These condensed unaudited interim consolidated financial statements have been prepared on a going
concern basis, which contemplates that the Company will be able to realize its assets and discharge its
liabilities in the normal course of business. Accordingly, they do not give effect to adjustments that would
be necessary should the Company be unable to continue as a going concern, and therefore be required to
realize its assets and liquidate its liabilities and commitments in other than the normal course of business
and at amounts different from those in the accompanying condensed consolidated financial statements.
Such adjustments could be material.
2. Basis of preparation
The accounting policies set out below have been applied consistently in the condensed unaudited interim
consolidated financial statements.
Basis of consolidation
These condensed unaudited interim consolidated financial statements include the accounts of the
Company and its wholly owned operating subsidiary, Zomedica Pharmaceuticals, Inc.
All inter-company accounts and transactions have been eliminated on consolidation.
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Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
3. Significant accounting policies
Use of estimates
The preparation of the condensed unaudited interim consolidated financial statements in conformity with
accounting principles generally accepted in the United States of America (“U.S. GAAP”) requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the condensed unaudited interim
consolidated financial statements and the reported amounts of revenue and expenses during the period.
Actual results could differ from those estimates.
Areas where significant judgment is involved in making estimates are: the fair values of financial assets and
liabilities; the determination of fair value of stock-based compensation; the useful lives of property and
equipment; and forecasting future cash flows for assessing the going concern assumption.
Basis of measurement
The condensed unaudited interim consolidated financial statements have been prepared on the historical
cost basis except as otherwise noted.
Functional and reporting currencies
The Company’s and subsidiary’s functional currency, as determined by management, is US dollars, which
is also the Company’s reporting currency.
The accounting policies set out below have been applied consistently to all periods and companies
presented in the condensed unaudited interim consolidated financial statements.
Research and development
Research and development costs related to continued research and development programs are expensed
as incurred in accordance with ASC topic 730.
Translation of foreign currencies
In respect of other transactions denominated in currencies other than the Company and its wholly owned
operating subsidiaries’ functional currencies, the monetary assets and liabilities are translated at the period
end rates. Revenue and expenses are translated at rates of exchange prevailing on the transaction dates.
All of the exchange gains or losses resulting from these other transactions are recognized in the condensed
unaudited interim consolidated statements of operations and comprehensive loss.
Stock-based compensation
The Company measures the cost of equity-settled transactions by reference to the fair value of the equity
instruments at the date at which they are granted if the fair value of the goods or services received by the
Company cannot be reliably estimated.
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Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
3. Significant accounting policies (continued)
Stock-based compensation (continued)
The Company calculates stock-based compensation using the fair value method, under which the fair value
of the options at the grant date is calculated using the Black-Scholes Option Pricing Model, and
subsequently expensed over the vesting period of the option. The provisions of the Company's stock-based
compensation plans do not require the Company to settle any options by transferring cash or other assets,
and therefore the Company classifies the awards as equity. Stock-based compensation expense
recognized during the period is based on the value of stock-based payment awards that are ultimately
expected to vest.
The Company estimates forfeitures at the time of grant and revised, if necessary, in subsequent periods if
actual forfeitures differ from those estimates.
Loss per share
Basic loss per share (“EPS”) is computed by dividing the loss attributable to common shareholders by the
weighted average number of common shares outstanding. Diluted EPS reflects the potential dilution that
could occur from common shares issuable through the exercise or conversion of stock options, restricted
stock awards, warrants and convertible securities. In certain circumstances, the conversion of options are
excluded from diluted EPS if the effect of such inclusion would be anti-dilutive.
The dilutive effect of stock options is determined using the treasury stock method. Stock options to purchase
common shares of the Company during the period were not included in the computation of diluted EPS
because the Company has incurred a loss for the six months ended June 30, 2018 as the effect would be
anti-dilutive.
Comprehensive loss
The Company follows ASC topic 220. This statement establishes standards for reporting and display of
comprehensive (loss) income and its components. Comprehensive loss is net loss plus certain items that
are recorded directly to shareholders' equity. The Company has no other comprehensive loss items.
Future accounting pronouncements
In February 2016, the FASB issued new guidance, ASU No. 2016-02, Leases (Topic 842). The main
difference between current U.S. GAAP and the new guidance is the recognition of lease liabilities based on
the present value of remaining lease payments and corresponding lease assets for operating leases under
current U.S. GAAP with limited exception. Additional qualitative and quantitative disclosures are also
required by the new guidance. Topic 842 is effective for annual reporting periods (including interim reporting
periods) beginning after December 15, 2018. Early adoption is permitted. The Company is in the process
of evaluating the amendments to determine if they have a material impact on the Company’s financial
position, results of operations, cash flows or disclosures.
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Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
4. Critical accounting judgments and key sources of estimation uncertainty
The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, and
revenue and expenses. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of which form
the basis of making the judgments about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and further periods if the review affects both current and future periods.
Critical areas of estimation and judgements in applying accounting policies include the following:
Going concern
These condensed unaudited interim consolidated financial statements have been prepared in accordance
with U.S GAAP on a going concern basis, which assumes the realization of assets and discharge of
liabilities in the normal course of business within the foreseeable future. Management uses judgment in
determining assumptions for cash flow projections, such as anticipated financing, anticipated sales and
future commitments to assess the Company’s ability to continue as a going concern. A critical judgment is
that the Company continues to raise funds going forward and satisfy their obligations as they become due.
Useful lives of property and equipment
As described in Note 3 above, the Company reviews the estimated useful lives of property and equipment
with definite useful lives at the end of each year and assesses whether the useful lives of certain items
should be shortened or extended, due to various factors including technology, competition and revised
service offerings. During the six month period ended June 30, 2018 and June 30, 2017, the Company was
not required to adjust the useful lives of any assets based on the factors described above.
Deferred income taxes
The calculation of deferred income taxes is based on assumptions which are subject to uncertainty as to
timing and which tax rates are expected to apply when temporary differences reverse. Deferred tax
recorded is also subject to uncertainty regarding the magnitude of non-capital losses available for carry
forward and of the balances in various tax pools. By their nature, these estimates are subject to
measurement uncertainty, and the effect on the financial statements from changes in such estimates in
future period could be material. Deferred tax assets are recognized to the extent that it is probable that they
will be able to be utilized against future taxable income. Deferred tax assets are reviewed at each balance
sheet date and adjusted to the extent that it is no longer probable that the related tax benefit will be realized.
Stock-based payments
The Company estimates the fair value of convertible securities such as options using the Black-Scholes
option-pricing model which requires significant estimation around assumptions and inputs such as expected
term to maturity, expected volatility and expected dividends.
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Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
5. Prepaid expenses and deposits
The Company entered into a lease agreement with Wickfield Phoenix LLC effective on August 23, 2016.
The Company prepaid the full outstanding balance of $801,973 on August 26, 2016 and recorded the
prepaid rent due within a year as current. As at June 30, 2018, the Company has classified $155,220 as a
current asset in the condensed unaudited interim consolidated balance sheet (December 31, 2017 $155,220).
6. Property and equipment
Computer
equipment
Cost
Balance at December 31, 2016
Additions
Balance at December 31, 2017
Additions
Balance at June 30, 2018
Accumulated depreciation
Balance at December 31, 2016
Depreciation
Balance at December 31, 2017
Depreciation
Balance at June 30, 2018
Net book value as at:
December 31, 2017
June 30, 2018

$

61,598
89,557
151,155
22,763
173,918

Furniture and
equipment
$

7,364
68,694
76,058
4,172
80,230

13,858
28,944
42,802
20,284
63,086

$ 108,353
$ 110,832

Laboratory
equipment
$

1,490
10,355
11,845
5,754
17,599

$
$

64,213
62,631

243,529
2,200
245,729
110,758
356,487

Leasehold
improvements
$

25,672
11,285
36,957
36,957

29,783
45,092
74,875
20,558
95,433

$
$

170,854
261,054

Total
$

3,998
5,222
9,220
17,562
26,782

$
$

27,737
10,175

338,163
171,736
509,899
137,693
647,592

49,129
89,613
138,742
64,158
202,900

$
$

371,157
444,692

7. Intangible assets
Computer
software Trademarks
Cost
Balance at December 31, 2016
Additions
Balance at December 31, 2017
Additions
Balance at June 30, 2018

$

Accumulated amortization
Balance at December 31, 2016
Amortization
Balance at December 31, 2017
Amortization
Balance at June 30, 2018

5,143
5,143
5,143

$

2,428
1,715
4,143
842
4,985

Net book value as at:
December 31, 2017
June 30, 2018

$
$

10

1,000
158

16,236
16,236
16,236

Total
$

1,013
1,082
2,095
537
2,632

$
$

14,141
13,604

21,379
21,379
21,379

3,441
2,797
6,238
1,379
7,617

$
$

15,141
13,762

Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
8. Loan arrangements
On October 17, 2017, the Company entered into a loan arrangement with a shareholder of the Company,
pursuant to which such shareholder has agreed to provide a loan facility to the Company, whereby the
Company may borrow up to $5,000,000, with the proceeds to be used for working capital and general
corporate purposes. The term of the loan facility is five (5) years, with principal and interest payments being
due only at the time of maturity. Under the loan agreement, the Company may borrow in one or more
advances, provided however that a minimum amount of $250,000 must be borrowed at any one time and
not more than two advances may occur per month. Interest shall accrue at a rate of fourteen percent (14%)
per annum, payable upon maturity. As of June 30, 2018, no amounts have been borrowed.
9. Capital stock
The Company is authorized to issue an unlimited number of common stock, all without par value.
Issued and outstanding common stock:

Balance at December 31, 2016
Stock issuance for services
Stock issued due to exercise of options
Stock issuance for financing, net of costs
Balance at June 30, 2017

Number of
common
Capital
stock
stock
83,964,569 $ 10,189,973
43,613
45,000
497,060
53,707
2,902,682
3,215,876
87,407,924 $ 13,504,556

Balance at December 31, 2017
Stock issuance for services (i)
Stock issued due to exercise of options (Note 10)
Stock issuance for financing, net of costs (ii)
Balance at June 30, 2018

90,225,869 $ 18,244,659
641,717
1,238,513
1,781,996
1,796,262
1,861,627
3,978,690
94,511,209 $ 25,258,124

i.

On May 10, 2018, the Company issued 641,717 common shares in accordance with a
development, commercialization and exclusive distribution agreement with Seraph Biosciences,
Inc. and recognized $1,238,513 as a research and development expense in the condensed
unaudited interim consolidated financial statements.

ii.

On May 15, 2018, the Company issued 255,815 common shares for gross proceeds of $550,000.
On June 28, 2018, the Company issued 1,605,812 common shares for gross proceeds of
$3,452,496. The Company recorded $23,806 of share issuance costs as an offset to capital stock.
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Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
10. Stock-based compensation
During the three months ended June 30, 2018, 154,000 options were exercised. During the three months
ended June 30, 2017, 87,060 options were exercised. During the six months ended June 30, 2018,
1,781,996 options were exercised. During the six months ended June 30, 2017, 497,060 options were
exercised and the Company issued 535,000 stock options, each option entitling the holder to purchase one
common share of the Company.
The continuity of stock options are as follows:

Balance at December 31, 2016
Stock options exercised on February 21, 2017
Stock options exercised on February 21, 2017
Options issued on February 24, 2017
Stock options exercised on May 8, 2017
Stock options cancelled on May 17, 2017
Stock options exercised on May 23, 2017
Stock options exercised on July 6, 2017
Stock options exercised on July 17, 2017
Options issued on August 14, 2017
Stock options exercised on August 29, 2017
Stock options exercised on December 19, 2017
Stock options exercised on December 19, 2017
Balance at December 31, 2017
Stock options exercised on January 8, 2018
Stock options exercised on January 26, 2018
Stock options exercised on March 8, 2018
Stock options exercised on March 13, 2018
Stock options exercised on March 22, 2018
Stock options exercised on March 26, 2018
Stock options exercised on March 28, 2018
Stock options exercised on March 29, 2018
Stock options exercised on April 20, 2018
Stock options expired on April 21, 2018
Stock options cancelled on June 8, 2018
Stock options cancelled on June 21, 2018
Balance at June 30, 2018

12

Number of
Options
7,975,000
(10,000)
(400,000)
535,000
(7,060)
(10,000)
(80,000)
(200,000)
(220,000)
1,280,000
(7,940)
(25,000)
(750,000)
8,080,000

Weighted Avg
Exercise Price
(CDN$)
0.84
0.25
0.05
1.50
1.50
1.50
0.25
0.05
0.25
2.75
1.50
0.25
1.50
1.21

(124,000)
(100,000)
(50,000)
(176,000)
(50,000)
(240,000)
(325,000)
(562,996)
(154,000)
(1,946,000)
(100,000)
(400,000)
3,852,004

0.25
0.25
0.25
0.25
0.25
0.25
0.25
2.75
0.25
0.25
1.50
1.50
1.73

Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
10. Stock-based compensation (continued)
As at June 30, 2018, details of the issued and outstanding stock options are as follows:

Grant date
December 21, 2016
February 24, 2017
August 14, 2017 a
August 14, 2017 a
August 14, 2017 b

$
$
$
$
$

Exercise
Number of
price
options issued
(CDN$) and outstanding
1.50
2,600,000
1.50
535,000
2.75
5,000
2.75
637,004
2.75
75,000

Number of
vested options
outstanding
2,600,000
535,000
5,000
637,004
75,000

Weighted Avg
Remaining Life
(years)
0.48
0.65
0.25
1.12
0.12

The fair value of options granted during the three and six months ended June 30, 2018 and year ended
December 31, 2017 was estimated using the Black-Scholes option pricing model to determine the fair value
of options granted using the following assumptions:

Volatility
Risk-free interest rate
Expected life
Dividend yield
Common share price
Strike price
Forfeiture rate

February 24, 2017
59%
0.81%
2 years
0%
CDN $1.35
CDN $1.50
nil

August 14, 2017 (a)
59%
1.22%
2 years
0%
CDN $2.40
CDN $2.75
nil

August 14, 2017 (b)
83%
1.22%
1 year
0%
CDN $2.40
CDN $2.75
nil

The Company recorded $1,597 of stock-based compensation for the three months ended June 30, 2018
(three months ended June 30, 2017 - $Nil). The Company recorded $7,288 of stock-based compensation
for the six months ended June 30, 2018 (six months ended June 30, 2017 - $161,590). The Company
recorded the cash receipt of $30,522 as capital stock and reclassified $6,517 of stock-based compensation
to capital stock due to the exercise of 154,000 options during the three months ended June 30, 2018. The
Company recorded the cash receipt of $1,438,308 as capital stock and reclassified $357,954 of stockbased compensation to capital stock due to the exercise of 1,781,996 options during the six months ended
June 30, 2018.
Volatility is determined based on volatilities of comparable companies when the Company does not have
its own sufficient trading history. The expected term, which represents the period of time that options
granted are expected to be outstanding, is estimated based on an average of the term of the options.
The risk-free rate assumed in valuing the options is based on the Canadian treasury yield curve in effect at
the time of grant for the expected term of the option. The expected dividend yield percentage at the date of
grant is Nil as the Company is not expected to pay dividends in the foreseeable future. The Company has
estimated its stock option forfeitures to be Nil for the three and six months ended June 30, 2018 (three and
six months ended June 30, 2017 - $Nil).
11. Commitments and contingencies
Total future annual lease payments for the premises are as follows:
2018
Total

$

13

8,696
8,696

Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
12. Financial instruments
(a) Fair values
The Company follows ASC topic 820, “Fair Value Measurements” which defines fair value, establishes a
framework for measuring fair value, and expands disclosures about fair value measurements. The
provisions of ASC topic 820 apply to other accounting pronouncements that require or permit fair value
measurements. ASC topic 820 defines fair value as the exchange price that would be received for an asset
or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants at the measurement date; and establishes a
three level hierarchy for fair value measurements based upon the transparency of inputs to the valuation of
an asset or liability as of the measurement date. Inputs refers broadly to the assumptions that market
participants would use in pricing the asset or liability, including assumptions about risk. To increase
consistency and comparability in fair value measurements and related disclosures, the fair value hierarchy
prioritizes the inputs to valuation techniques used to measure fair value into three broad levels. The three
levels of the hierarchy are defined as follows:
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly for substantially the full term of the financial instrument.
Level 3 inputs are unobservable inputs for asset or liabilities.
The categorization within the valuation hierarchy is based upon the lowest level of input that is significant
to the fair value measurement.
(i) The Company calculates expected volatility based on historical volatility of the Company’s peer
group that is publicly traded for options.
An increase/decrease in the volatility would have resulted in an increase/decrease in the fair value of the
options.
The carrying values of cash, trade and other receivable, accounts payable and accrued liabilities and
shareholder loans payable approximates their fair values because of the short-term nature of these
instruments.
(b) Interest rate and credit risk
Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change
in interest rates. The Company does not believe that the results of operations or cash flows would be
affected to any significant degree by a sudden change in market interest rates, relative to interest rates on
cash and cash equivalents, due to related parties due to the short-term nature of these balances.
The Company is also exposed to credit risk at period end from the carrying value of its cash. The Company
manages this risk by maintaining bank accounts with a Canadian Chartered Bank. The Company’s cash is
not subject to any external restrictions.
(c)

Foreign exchange risk

The Company has balances in Canadian dollars that give rise to exposure to foreign exchange (“FX”) risk
relating to the impact of translating certain non-U.S. dollar balance sheet accounts as these statements are
presented in U.S. dollars. A strengthening U.S. dollar will lead to a FX loss while a weakening U.S. dollar
will lead to a FX gain. For each Canadian dollar balance of $1.0 million, a +/- 10% movement in the
Canadian currency held by the Company versus the U.S. dollar would affect the Company’s loss and other
comprehensive loss by $0.1 million.
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12. Financial instruments (continued)
(d) Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty raising liquid funds to meet commitments
as they fall due. In meeting its liquidity requirements, the Company closely monitors its forecasted cash
requirements with expected cash drawdown.
The following are the contractual maturities of the undiscounted cash flows of financial liabilities as at June
30, 2018 and December 31, 2017:

Third parties
Accounts payable and accrued liabilities

Third parties
Accounts payable and accrued liabilities

Less than
3 months
$

3 to 6
months
$

6 to 9
months
$

9 months
1 year
$

1,683,802
1,683,802

-

-

-

Less than
3 months
$

3 to 6
months
$

6 to 9
months
$

9 months
1 year
$

828,737
828,737

-

-

-

June 30, 2018
Greater than
1 year
$
-

Total
$

1,683,802
1,683,802

December 31, 2017
Greater than
1 year
Total
$
$
-

828,737
828,737

13. Segmented information
The Company's operations comprise a single reportable segment engaged in the research, development
targeting health and wellness solutions for the companion pet. As the operations comprise a single
reportable segment, amounts disclosed in the financial statements for loss for the period, depreciation and
total assets also represent segmented amounts. In addition, all of the Company's long-lived assets are in
the United States of America (“US”).

Total assets
Canada
US
Total property and equipment
US
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June 30, 2018
$

December 31, 2017
$

4,310,164
2,107,795

3,519,918
1,695,904

444,692

371,157

Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
14. Schedule of expenses
For the three months ended June 30,
2018

For the three months ended June 30,
2017

Research and Professional General and
Developm ent
Fees
Adm inistrative

Research and Professional General and
Developm ent
Fees
Adm inistrative

Salaries, bonus and benefits
$
Contracted expenditures
Marketing and investor relations
Travel and accommodation
Insurance
License fees
Office
Consultants
Regulatory
Rent
Supplies
Total
$

174,067
438,689
3,547
28,284
1,738,513
3,129
52,073
19,388
7,825
69,105
2,534,620

$

$

336,455
336,455

$

$

859,268
41,962
70,463
77,282
61,460
90,142
43,019
4,894
1,248,490

$

$

189,091
111,450
991
20,206
3,767
76,005
25,775
12,040
64,910
504,235

$

$

314,658
314,658

$

$

414,567
63,084
100,443
42,581
19,897
57,681
38,805
11,551
748,610

For the six months ended June 30,
2018

For the six months ended June 30,
2017

Research and Professional General and
Developm ent
Fees
Adm inistrative

Research and Professional General and
Developm ent
Fees
Adm inistrative

Salaries, bonus and benefits
$
Contracted expenditures
Marketing and investor relations
Travel and accommodation
Insurance
License fees
Office
Consultants
Regulatory
Rent
Supplies
Total
$

326,439
708,212
5,336
44,244
1,738,513
34,646
89,189
38,175
15,652
134,554
3,134,961

$

$

708,402
708,402

$

$

1,502,555
123,155
191,868
157,743
138,406
193,700
86,038
15,196
2,408,662

$

$

360,002
359,295
2,958
37,673
11,868
168,449
51,550
19,264
109,625
1,120,684

$

$

696,194
696,194

$

$

971,430
5,610
103,182
178,785
84,101
50,165
72,135
82,426
27,800
1,575,635

15. Capital risk management
The capital of the Company includes equity, which is comprised of issued common capital stock, additional
paid-in capital, and accumulated deficit. The Company's objective when managing its capital is to safeguard
the ability to continue as a going concern in order to provide returns for its shareholders, and other
stakeholders and to maintain a strong capital base to support the Company's core activities.

16

Zomedica Pharmaceuticals Corp.
Notes to the condensed unaudited interim consolidated financial statements
For the three and six months ended June 30, 2018 and 2017
(Stated in United States dollars)
16. Loss per share
For the three months ended June
30,
2018

For the six months ended June
30,

2017

2018

2017

Numerator
Net loss for the period

$

4,144,398 $

1,588,370 $

6,315,727 $

3,421,106

Denominator
Weighted average shares - basic
Stock options
Denominator for diluted loss per share
Loss per share - basic and diluted

92,527,470
92,527,470
$

(0.04) $

87,077,768
87,077,768
(0.02) $

91,527,862
91,527,862
(0.07) $

85,622,780
85,622,780
(0.04)

For the above mentioned periods, the Company had securities outstanding which could potentially dilute
basic earnings per share in the future, but were excluded from the computation of diluted loss per share in
the periods presented, as their effect would have been anti-dilutive.
17. Related party transactions and key management compensation
Key management personnel are comprised of the Company’s directors and executive officers. In addition
to their salaries, key management personnel also receive share-based compensation. Key management
personnel compensation is as follows:

For the three months ended June 30,
2018
2017
Salaries and benefits, including bonuses
Stock-based compensation
Total

$
$

381,046 $
381,046 $

17

317,803 $
317,803 $

For the six months ended June 30,
2018
2017
721,665 $
721,665 $

640,589
151,020
791,609

